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SUBJ: PRICE STABILIZATION PROGRAM: THREE PERCENT TARGET 
TO BE CONTINUED 

REF: SEOUL A- 137 

SUMMARY: KOREA'S WHOLESALE PRICE INDEX (WPI) ROSE BY ONLY 
3.7 PERCENT IN THE YEAR FOLLOWING THE AUGUST 1972 EMERGENCY 
ECONOMIC REFORMS, WITH NEARLY ONE PERCENTAGE POINT ACCOUNTED 
FOR BY JULY INCREASE. HOWEVER, GOVERNMENT HAS NOT ABANDONED 
ITS STABILIZATION TARGET OF LIMITING FUTURE WPI INCREASES 
TO THREE PERCENT. RECENT MAJOR PRICE INCREASES ON A FEW 
WORLD-TRADED ITEMS HAVE BEEN FOLLOWED BY REIMPOSITION OF 
A GENERAL FREEZE AS OF AUGUST 8 AND NEW EMPHASIS ON COST 
REDUCTION AND OTHER MEASURES ALREADY IN EFFECT. CONTINUATION 
OF INTERNATIONAL COMMODITY INFLATION, HOWEVER, WILL MAKE 
CONTAINMENT OF PRICE PRESSURES IN KOREA'S IMPORT-DEPENDENT 
ECONOMY MORE AND MORE DIFFICULT. END SUMMARY. 

1. SINCE THE EMERGENCY ECONOMIC REFORMS ANNOUNCED ON 
AUGUST 3, 1972 THE ROKG HAS SUCCESSFULLY REDUCED THE 
ANNUAL INCREASE IN THE WHOLESALE PRICE INDEX FROM 10-12 
PERCENT P.A. TO 3.7 PERCENT, OR SLIGHTLY MORE THAN THE 
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JUNE 1973 WAS ONLY 2.9 PERCENT. THE LARGE 0.8 PERCENT JUMP 
IN JULY FOLLOWED DOMESTIC PRICE INCREASES AUTHORIZED FOR 
STEEL REINFORCING BARS, ANIMAL FEEDS AND SOME CONSUMER 
ITEMS. (THE EPB CITED U.S. EXPORT CONTROLS AS A MAJOR 
REASON FOR BRINGING DOMESTIC PRICES UP TO WORLD LEVELS.) 

THE CONSUMER PRICE INDEX ACTUALLY FELL 0.1 PERCENT FROM 
JULY TO JULY. LARGELY DUE TO RICE PRICE CONTROLS. 

2. ON AUGUST 8 PRICE INCREASES AVERAGING 13 PERCENT FOR 
PETROLEUM PRODUCTS, 17 PERCENT TO 38 PERCENT FOR PULP AND 
PAPER, AND 33 PERCENT FOR RAYON YARN WERE APPROVED, DUE TO 
SUBSTANTIAL INCREASES IN RAW MATERIAL IMPORT COSTS. ALL 
OTHER PRICES WERE SIMULTANEOUSLY FROZEN, TO PREVENT INDUSTRIAL 
USERS FROM PASSING ON THE PRICE INCREASES. IN ADDITION A 
BUSINESS COST REDUCTION PROGRAM AND A RETAIL PRICE TAGGING 
PROGRAM WERE REAFFIRMED AND INTENSIFIED. THE VICE MINISTERIAL 
PRICE REVIEW COMMITTEE CONTINUES TO MEET DAILY. SPECIAL 
COMMITTEES HAVE BEEN CHARGED WITH DETERMINING MEANS TO SECURE 
RAW MATERIAL SUPPLIES AS A CUSHION AGAINST FUTURE SPECULATIVE 
MOVEMENTS AND SHORT AGES. SOME RESTRICTIONS ARE TO BE 
PLACED ON NON-ESSENTIAL CONSTRUCTION, AND THE RATE OF 
MONETARY EXPANSION IS TO BE SLOWED DOWN. 

COMMENT: SOME KOREAN ECONOMISTS PRIVATELY ESTIMATE THAT THE 
INDICES UNDERSTATE OVERALL PRICE GAINS BY ABOUT TWO 
PERCENTAGE POINTS, DUE IN PART TO ALLEGED PRICE INCREASES FOR 
GOODS NOT INCLUDED IN THE INDEX MARKET-BASKET. LIKEWISE, 
CONSUMER COMPLAINTS INDICATE THAT HIGHER PRICES AND/OR 
SHORTAGES ARE AT LEAST A MINOR PROBLEM. NEVERTHELESS KOREA'S 
PRICE STABILITY PERFORMANCE OVER THE PAST YEAR HAS BEEN 
IMPRESSIVE, PARTICULARLY SINCE IMPORTED ITEMS IN THE WPI 
ROSE 10.3 PERCENT. RELATIVE PRICE AND WAGE STABILITY. COUPLED 
WITH THE ABILITY TO INCREASE MOST EXPORT PRICES. UNDOUBTEDLY 
CONTRIBUTED TO THE DOUBLING OF EXPORTS IN VALUE IN FIRST 
HALF OF 1973. COMPARED TO 1972. WHILE THE GOVERNMENT'S PLAN 
TO CONTINUE ITS PRESENT POLICY OF DELAYING PRICE CHANGES UNTIL 
THEY BECOME INEVITABLE WILL BECOME PROGRESSIVELY DIFFICULT TO 
IMPLEMENT IF INFLATION ABROAD COUNTINUES, IT TESTIFIES TO THE 
GOVERNMENT'S STRONG POLICY EMPHASIS ON PRICE STABILITY. 

HABIB 

UNCLASSIFIED 

UNCLASSIFIED 

PAGE 03 SEOUL 05491 171103Z 


UNCLASSIFIED 


NNN 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: INFLATION, PRICE STABILITY, PRICE INDEXES, ECONOMIC RECONSTRUCTION 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 17 AUG 1973 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: n/a 
Disposition Approved on Date: 

Disposition Authority: n/a 
Disposition Case Number: n/a 
Disposition Comment: 

Disposition Date: 01 JAN 1960 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1973SEOUL05491 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: n/a 

From: SEOUL 

Handling Restrictions: n/a 

Image Path: 

ISecure: 1 

Legacy Key: Iink1973/newtext/t1 9730831 /aaaaawjv. tel 

Line Count: 107 
Locator: TEXT ON-LINE 
Office: ACTION EB 

Original Classification: UNCLASSIFIED 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: 

Previous Classification: n/a 

Previous Handling Restrictions: n/a 

Reference: SEOUL A-137 

Review Action: RELEASED, APPROVED 

Review Authority: kelleywO 

Review Comment: n/a 

Review Content Flags: 

Review Date: 10 JAN 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <10-Jan-2002 by reddocgw>; APPROVED <05 MAR 2002 by kelleyw0> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: PRICE STABILIZATION PROGRAM: THREE PERCENT TARGET TO BE CONTINUED 
TAGS: ECON, KS 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



